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Sleeping Giant

Health System Ambulatory Pharmacy Services
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University of Kentucky Healthcare

925 Beds with an ADC of 85%
1M Annual Clinic Visits

90,000 Annual ED Visits

425 Pharmacy Employees
$225M Annual Drug Budget

7 Retail Pharmacy Operations
45,000 Prescriptions per Month

$11M Monthly Operating
Margin
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Challenges Leading to Opportunities
-Ize Retail Pharmacies

Implement Hospital Based Retail Pharmacy Services
Expand Retail Pharmacy Footprint
Contract Directly with Health Plans

Hospital Operated Specialty Pharmacy

11111

Develop “off campus” operation on campus

Annual US Prescription Spend (Billions)
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Who Are We.....Our Mission

Generate Ambulatory Pharmacy Margins for Health Systems

while Improving Patient Access to Prescription Medications, Eliminating
Medication Related Readmissions and Reducing Employee Prescription Costs
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What We Do Actual Results

Improved Monthly Operating Margin from Ambulatory Pharmacy Operations
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How We Do It

PRESCRIPTIONS
DELIVERED TO DEVELOP NON
‘THE BEDSIDE SPECIALTY ONCOLOGY
5 YEAR “MEDS TO PHARMACY INFUSION
STRATEGIC PLAN BEDS” SERVICES SERVICES k

INITIATE OR INITIATE OPTIMIZE DEVELOP
OPTIMIZE OR EXPAND EMPLOYEE PBM
RETAIL CCONTRACT PRESCRIPTION SERVICES
PHARMACIES PHARMCY BENEFIT PLAN
SERVICES
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Discharge Prescription Services

Average Time to Fill Prescriptions
Post Discharge Meds to Beds Impact on Revenue and
Services Population Health

= Do Not Fill

Ensure Prescription are Improve Mediation Adherence
In Hand at Discharge
= Day of
Discharge

1-2 Days Post
Discharge Promote Convenience

Fill Prescriptions Via In — Increase Prescription Revenue
House Retail Pharmacy

Enhance Patient Satisfaction

Provide Patient Education,
= 3-9Days Post  pogt ischarge Follow up ) Reduce Readmissions
Discharge and Prescription Refills

Contract Pharmacy

Contract with external pharmacies to leverage 340B inventol

¥ Generates margins for the health system
»® Requires 340B compliance

¥ Contract Pharmacy models include:

Retail Pharmacy

Specialty Pharmacy

Haome Infusion Pharmacy

Ambulatory Infusion Center Pharmacy
Mail Order Pharmacy

LTC Pharmacy

Internal Contract Pharmacy Models

Specialty Pharmacy

Specialty Pharmacy % of Total US Drug Spend
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Specialty Pharmacy Development / Optimization

Development

Business Plan
Organizational Support

Complete Portfolio.

Pharma Engagement Access Limited Distribution Rx

Secured Funding P = Expand Limited Distribution
Staffing Community Outreach Process Maturity Expand Clinical Integration
QZIFETTETD Advanced Expand Services
License

Care Protocol Development
Initial Accreditation

Geographic Expansion
Hub & Spoke Contract Pharmacy

Contracting
Physician Engagement

Employee Prescription Services

place HR rebates with greater 340B savings

Employee Negotiate shared savings plans directly with Health Plans
P i * Redesign the health system prescription benefit in conjunction with HR

resc"ptlons * Incentivize employees to use health system pharmacies with copay reductions
from PBM  Place the health system specialty pharmacy ahead of the PBM owned specialty pharmacy
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Non-Oncology Infusion Services

Health Plans Are
Requiring

Non-Oncology
Infusions To Be

$24,751
The Average Drug Cost Per
Patient Based Upon The 25 Most
Frequently Infused Drugs

Infused Off

Campus

o ' As a result
* convert medical billing claims to prescriptions

Billed to PBM

* provide off campus infusion center options
* provide home infusion solutions
* implement pre-authorization services

Forces Eroding Health System Prescription Services

Chain Pharmacies
Walgreen'’s
WalMart
Ccvs

Outsourcing can be a Trojan Horse
that redirects prescription volume
into chain pharmacies

r

harmacy Benefit Manager (PBM;
Express Scripts.
Optum
Caremark

Requires pre-authorization, which
redirects prescriptions from health
system pharmacy to PBM pharmacy

Anthem
United
Aetna

Build closed networks with PBM
owned pharmacies to direct

prescriptions away from health
system pharmacies

Encircle hospital campus in order
to divert prescriptions away from
hospital pharmacies

Retain manufacturer rebates that
are not shared with health plan

Force non-oncology infusions
off campus and away from health
systems to PBM owned infusion
pharmacies
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* Retail Pharmacy’ 5504 1388 Chain drugilore
* Phamacy Sendces! snus 0% Mail pharmacy
Walgreens Roots Alkance (Retad Pharmacy USA} 5544 149%  Chaindruguiors
Express Seripts, inc. 5401 0% Mail pharmacy
Walrmart Stores, nc.? WMT 5199 5.5% Mass merchant with pharmacy
Rize Ald Corporation® RaD 5193 5% (Chain drugstors
UnitedMealth Group (Optumite)® UNH S158 am Mail pharmacy
The Kroger Company L] 596 6% Supermariet with pharmacy
Albertions Companies® Frivate 54 1L5% ‘Supermarket with pharmacy
~Jarget Corporation” e 4z 1% Mass merchant with pharmacy (
HLM 541 LI%  Mail pharmacy
Prime Therageutics Frivate Ho Li% Mail pharmacy
Dighoman Pharmacy” L] 534 0% Mail pharmacy
Cigna Corporation a tx1] [ Mail pharmacy
Cotten Wholessle Corporation cosT 14 0.1% Mass menchant with pharmacy
Ancdd USA AR 31 0.6% with pharmady
Total Top 15 52705 74.3%
Fevermes 53641 100.0%
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PBM Market Share, by Total Prescription Claims, 2015
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Insource vs. Outsource

Health System

Watlgteens WCVS

Meds to Beds Program with Inpatient Integration
Real-Time 3408 prescription qualification
Prescription Benefit Optimized for Health System
Central Fill for all pharmacies across Enterprise
Retain prescriptions within Health System
Optimize Non-Oncology Infusion Services
Develop Specialty Pharmacy Services

Operate Contract Pharmacy Services

Health System Retains Profits

1442222227

Meds to Beds Program without Inpatient Integration
After the fact 340B replenishment

Prescription Benefit Optimized to Profit Chain Pharmacy
No Central Fill

Transfer prescriptions to chain pharmacy locations

No provision for Non-Oncology Infusion Services
Transfer Specialty Prescriptions to Chain Pharmacy

No provision for Contract Pharmacy Services

Chain Pharmacy Retains Profits

Comprehensive Ambulatory Pharmacy Management
Substantial to Overall Enterprise - Actual Results

Ambulatory Pharmacy Operating Income
as a % of Total Health System Income
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Protecting Your Investment
340B Compliance

» Create a 340B steering committee
* Develop a Standard Operating Procedure (SOP) Manual

» Create and perform a self-audit process for retail and contract
pharmacy

* Send key members to 340B University
« Conduct one annual external audit
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340B Steering Committee

« Shared responsibility with Pharmacy and Hospital Leadership
» Educate leadership regarding current 340B issues
 Provide organizational direction
*« Membership could include:

« The Authorizing Official (AO)

* Legal

« Compliance

« Pharmacy Director and other key pharmacy leaders

« Finance

« Purchasing
» Encourage members of this committee to attend 3408

University provided by Apexus
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Next Frontier

* Pharmacy to assume responsibility for non-oncology infusion services
« Pharmacy to bill PBM’s and Medical claims for infusion services
* Pharmacy to white bag to own pharmacy within narrow networks
« Create an employer sponsored PBM/PBA for employee prescriptions
« Displace current PBM services
« Provide Specialty Pharmacy and Infusion Pharmacy Services
« To regional health systems via a contract pharmacy arrangement

« Deploy pharmacists into clinics and bill CMS via Chronic Care
Management Agreements
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Disruptors Eyeing Market Opportunity

amazon & WATCH

* Possibly three major exploratory With the introduction of the Apple
initiatives in the healthcare Watch, Apple also introduced Health Kit
opportunity: and Research Kit development

1. Online prescription sales from programs to hamess personal health
main commerce site information for the benefit of consumers

1492 Labs for development of and therapy development.

innovative new healthcare Where Amazon is likely focused on the

services leveraging Alexa and direct commerce angle, Apple appears

devices like Echo more focused on enabling patients and

Amazon Business selling providers to exchange data more

supplies to hospitals dynamically in order to improve

outcomes.
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Unlike Inpatient Pharmacy Services,
which is a cost center.....

Ambulatory Pharmacy Services
improves the fiscal health of the
organizational while expanding

patient access
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QUESTIONS

Gary Johnson, PharmD, MHA

Chief Innovation Officer / VP Pharmacy Services
University of Kentucky Healthcare

Lexington, Kentucky

Gary.Johnson@UKY.edu

(434) 409-2295 (mobile)




